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City  of  Boston  Trust  Funds 
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CITY  OF  BOSTON  TRUST  FUNDS 


OVERVIEW 


The  City  of  Boston  has  over  three  hundred  and  fifty  trust  funds  with  a  combined 
value  in  excess  of  $120,000,000.  The  annual  gross  income  from  trust  funds  exceeds 
$5  million.  The  funds  vary  in  nature  and  in  amount  from  the  well  known  George  Robert 
White  Fund  which  has  funded  the  construction  of  neighborhood  health  and  recreation 
centers  to  little  known  funds  such  as  the  Edwin  R.  Flint  Fund  which  provides  for  Christ- 
mas decorations  and  presents  to  needy  hospital  patients. 

The  purpose  of  this  report  is  to  examine  the  use  of  trust  fund  income  and  the  man- 
agement of  trust  funds  by  the  City  of  Boston.  Trust  funds  have  provided  significant 
benefits  for  every  city  neighborhood.  They  have  provided  works  of  art,  recreational  op- 
portunities, health  centers  and  additions  to  the  Boston  Medical  Center.  Yet  the  public  is 
largely  unaware  of  the  use  of  trust  funds  because  there  is  minimal  oversight  and  the  City 
does  not  adequately  promote  the  trust  funds.  With  few  exceptions,  the  decision  making 
process  for  the  use  of  fund  income  is  conducted  outside  of  public  view.  Although  the  City 
of  Boston  has  received  numerous  generous  gifts  over  the  years,  none  have  been  received 
in  a  long  period  of  time  due  in  part  to  poor  financial  management,  misuse  and  not  promot- 
ing the  option  of  leaving  gifts  to  the  City. 

The  Commission  paid  particular  attention  to  the  three  largest  funds;  the  George 
Robert  White  Fund,  the  Edward  Ingersoll  Browne  Fund  and  the  George  Francis  Parkman 
Fund.  Combined  the  three  funds  are  valued  in  excess  of  $40  million.  The  Commission 
suspects  that  Mr.  White  and  Mr.  Browne  would  be  generally  pleased  with  the  use  of  the 
income  from  their  bequests.    But  Mr.  Parkman  would  likely  not  agree  with  the  policy  de- 
cision of  using  the  income  from  his  gift  to  pay  the  salaries  of  Park  Department  employees. 


Some  interesting  and  unknown  aspects  of  the  use  of  trust  funds  include: 

*****  The  Parkman  House  is  not  owned  by  the  City  of  Boston  but  is  an  asset  of 

the  Parkman  Fund.   There  was  no  lease  between  the  City  and  the  trust  for  fiscal  years 
1994,  1995  and  1996.   Proportionately,  the  income  received  from  the  lease  is  significantly 
less  than  the  income  from  the  balance  of  the  Parkman  Fund  assets, 

*****  Gross  trust  fund  income  is  approximately  $5  million  annually.   The  overall 

expense  of  managing  the  trusts  is  about  $750,000  annually; 

*****  The  James  Michael  Curley  House  in  Jamaica  Plain  was  purchased  by  the 

White  Fund  in  1988  for  $1.5  million.  The  White  Fund  was  used  because  it  was  an  avail- 
able financial  resource.  The  purchase  was  made  with  no  appraisal  being  done.  The  as- 
sessed value  of  the  house  is  $775,000. 

*****  The  White  Fund  has  spent  over  twenty  years  discussing  the  sale  of  a  vacant 

lot  at  146  Boylston  St.  Repeated  directives  from  the  White  Fund  Trustees  led  to  numer- 
ous appraisals  over  the  years  but  no  sale.  Not  coincidentally,  this  study  by  the  Finance 
Commission  led  to  a  decision  less  than  a  month  ago  that  the  BRA  would  purchase  the 
property. 

*****  The  White  Fund  formerly  owned  the  building  at  180-182  Tremont  St.  and 

still  retains  a  ground  lease. 

*****  The  Cummings  Trust  may  be  the  least  known  significant  trust.  The  trust 

owns  218  acres  of  land  in  Burlington  and  Woburn.  The  property  has  an  assessed  value  of 
$19.5  million.  The  property  has  been  a  trust  asset  since  1932.  It  has  sat  idle  for  over  sixty 
years  and  there  are  no  plans  for  its  use. 

*****  The  investment  performance  of  the  three  major  trusts  varies.  The  Browne 

Fund  has  been  outperformed  by  the  other  two.  Investment  managers  for  each  of  the  three 
largest  funds  were  employed  for  years  without  competing  for  the  business  and  without 
current  contracts.  As  a  result  of  this  study  by  the  Finance  Commission,  the  City's  new 
Collector  Treasurer  directed  that  contracts  be  put  in  place  and  assured  the  Commission 
that  financial  services  will  be  competitively  sought. 


Many  worthwhile  projects  have  been  funded  by  city  trust  funds  with  little  public 
awareness.  But  the  fact  that  trust  fund  management  is  performed  outside  of  public  view 
also  prevents  the  occasional  poor  decisions  from  being  known.  The  most  significant 
blunder  was  the  White  Fund  purchase  of  the  former  E.M.  Loew's  National  Theater  on 
Tremont  St.  back  in  the  1970's.  It  was  a  decision  that  resulted  in  a  combined  loss  of  $2.4 


million  to  the  White  Fund  and  the  City  of  Boston    The  building  will  be  demolished  soon 
by  the  city  at  a  cost  of  $414,000. 


Some  of  the  more  interesting  trust  funds  include 

•  The  $14  8  million  J  George  Cooper  hospital  trust  fund  was  originally  to  be  used  to 
build  a  new  ward  at  the  former  Boston  City  Hospital  (BCH)    The  Trustees  sought  a 
change  in  its  use  through  the  Office  of  the  Attorney  General,  which  was  granted  Most 
recently,  the  fund  was  used  to  help  fund  the  improvements  to  the  Dowling  Wing  at  BCH 
and  to  purchase  equipment  for  the  hospital  There  are  fifty-six  hospital  trust  funds,  all  of 
which  are  to  be  managed  by  the  new  Public  Health  Council    The  combined  value  of 
those  funds  is  $19,303,863. 

•  James  Phinney  Baxter  gave  the  City  of  Boston  $5,000  before  he  died  in  1 92 1    His 
estate  added  $45,000  ten  years  later.  The  combined  sum  was  to  accumulate  until  the  year 
2020  or  until  the  principal  reached  $1  million.  The  fund  is  to  be  used  to  build  a  suitable 
building  commemorating  the  founders  of  New  England  to  be  completed  by  December  31, 
2025.  Percival  Baxter,  James'  son,  bequeathed  the  City  of  Boston  an  additional  S200,000 
in  1971  for  the  project.  Recently  a  court  decision  rendered  in  the  State  of  Maine  sup- 
ported the  position  of  the  City  of  Boston  over  that  of  the  City  of  Portland.   The  Boston 
position  was  that  each  gift  had  to  reach  $1  million.  The  totals  have  been  reached  yet  there 
has  been  no  effort  made  to  determine  what  will  be  done  to  meet  the  terms  of  the  bequest 
A  Portland,  Maine  attorney  was  hired  by  the  Boston  Law  Department  to  handle  the  case 
He  has  been  paid  $100,000  to  date,  an  amount  that  is  charged  against  the  income  from  the 
fund  left  to  the  City. 

•  The  Herbert  L.  Burrell  and  the  William  H.  Thorndike  Ether  Prize  Funds  for  Health  and 
Hospitals  were  both  the  result  of  a  gift  of  Mr.  Townsend  William  Thorndike.  His  intention 
was  that  the  income  would  provide  prizes  for  the  most  skillful  BCH  house  officer  in  the 
administration  of  anesthesia.  The  prizes  would  be  awarded  each  year  on  October  16,  the 
anniversary  of  the  discovery  of  anesthesia.  Each  October  16th"  Boston  City  Hospital  cele- 
brates "Ether  Day"  with  a  reception  and  awards  ceremony.  Other  BCH  gifts  include,  the 
Shaw  Fund  providing  flowers  and  fruit  for  BCH  patients,  the  Cheever  Fund  providing  a 
gift  to  each  BCH  house  surgeon,  on  the  expiration  of  his  term,  with  a  small  case  of  surgi- 
cal instruments  and  Ball  Fund  which  provides  clothing  to  indigent  patients  upon  discharge. 

•  Several  funds  provide  for  public  celebrations.  Among  them  are  three  to  be  used  in 
Charlestown:  the  Babcock  Music  Fund;  the  Foss  Flag  Fund  and  the  Foss  17th  of  June 
Fund.  The  Curley-Parker  Fund  was  a  gift  of  Mr.  Herbert  Parker  and  Mayor  James  Michael 
Curley  in  1930  in  the  amount  of  $200.  The  fund  is  to  accumulate  until  2030.  At  that  time 
it  is  to  be  used  to  celebrate  the  400th  anniversary  of  the  founding  of  Boston.  The  present 
balance  is  approximately  $4,500. 
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•  The  City  has  also  received  gifts  to  provide  medal  awards.   The  Police  and  Fire  De- 
partments use  funds  to  recognize  deserving  officers    Benjamin  Franklin  provided  a  fund  to 
award  medals  to  graduates  of  the  Boston  Public  Schools.   But  a  more  unusual  medal  fund 
is  the  J.  Harleston  Parker  Medal  Fund.   This  fund  provides  for  the  presentation  of  a  medal 
to  the  architect  who  erected  the  most  beautiful  piece  of  architecture  in  Boston. 

•  The  School  Department  has  45  trust  funds  with  a  combined  value  of  $855,1 67    The 
largest  is  the  Samuel  Gross  Davis  Fund  with  a  value  of  $130,000    The  income  of  the  fund 
is  used  annually  to  reward  four  students  in  each  of  the  grammar  schools  in  Roxbury  with  a 
$25  payment  for  exhibiting  good  manners. 


TRUST  OFFICE 

Administratively,  the  responsibility  for  fulfilling  the  purpose  of  any  trust  is  estab- 
lished by  either  the  grantor  or  absent  any  direct  language,  is  based  on  Massachusetts  Gen- 
eral Laws.  Unless  there  are  specific  trustee(s)  the  City  Treasurer  is  the  trustee  for  every 
city  trust  fund.  For  example,  the  White  Fund  has  a  Board  of  Trustees  which  was  estab- 
lished in  the  terms  of  the  trust  fund  while  the  Parkman  Fund  is  the  responsibility  of  the 
City  Treasurer.  The  Trust  Office  was  established  in  1983.  It  is  under  the  jurisdiction  of 
the  City  Treasurer  and  manages  most  trust  funds.  The  expenses  of  the  office  are  charged 
to  the  various  trust  funds.  There  are  six  full  time  employees  managed  by  an  Executive 
Secretary.  Additionally,  the  Charitable  Trust  Division  has  a  one  person  staff,  employed 
under  contract. 

The  fiscal  year  1996  budget  of  the  Trust  Office  was  $330,000.  Additionally, 
charges  for  audits,  investment  advisors,  investment  consultants,  legal  expenses,  advertising 
are  made  against  trust  income.  Combined,  the  expense  for  managing  city  trust  funds  is 
approximately  $750,000  annually. 

While  the  Trust  Office  implements  decisions  of  the  trustees,  the  decision  making 
process  on  the  use  of  trust  fund  income  has  historically  been  controlled  by  the  Mayor's 
Office.  For  example,  the  reason  that  Parkman  Fund  income  is  used  to  supplement  the 
budget  of  the  Park  Department  is  to  provide  more  budget  flexibility.  The  lease  of  the 
Parkman  House  is  for  mayoral  purposes.  The  Browne  Fund  has  been  used  to  help  fund 
the  Mayor's  initiatives  for  neighborhood  business  districts.  It  is  identified  as  a  funding 
source  for  seven  of  the  projects  in  the  City's  capital  plan.    Although  the  White  Fund  has 
benefited  thousands  of  people  annually  in  the  City  of  Boston  it  too  has  been  used  for  may- 
oral purposes  over  the  years,  i.e.  the  purchase  of  the  National  Theater  and  the  Curley 
House. 


LARGEST  FUNDS 

Effective  June  30,  1995,  the  market  value  of  the  three  largest  funds  was: 

Cash  &  Securities  Real  Estate  Total 

E.  I.  Browne  Fund                                     $11,446,004.                        $0  $11,446,004 

George  Francis  Parkman  Fund                  $15,460,227.  $3,000,000.  $18,460,227 

George  Robert  White  Fund                       $15,554,546.  $1,451,500.  $17,006,046 


Parkman  Fund 

The  Parkman  Fund  was  bequeathed  to  the  City  of  Boston  by  Mr.  George  Francis 
Parkman,  a  Boston  mortgage  banker  who  lived  at  33  Beacon  St.,  commonly  referred  to  as 
the  Parkman  House.  Mr.  Parkman  died  in  1908  leaving  an  estate  valued  at  $6,046,571, 
the  bulk  of  which,  $5.2  million,  was  left  to  the  City  of  Boston.  The  original  bequest  was 
comprised  of  approximately  150  parcels  of  real  estate  not  all  of  which  were  located  in  the 
City  of  Boston.  Everything  was  sold  except  for  the  Parkman  House. 

Mr.  Parkman' s  will  read  in  part: 

...I  devise  said  residue  to  the  City  of  Boston  to  constitute  a  fund,  the  income  of  which 
is  to  be  applied  to  the  maintenance  and  improvement  of  the  Common  and  the  Parks  now 
existing  and  is  not  to  be  used  for  the  purpose  of  additional  land  for  Park  purposes.  Any 
portion  of  said  income  which  may  not  be  required  for  the  above  purpose  in  any  year  is  to 
be  added  to  and  invested  as  a  part  of  said  fund. 

The  first  attempt  to  create  a  plan  for  the  Parkman  Fund  was  by  Mayor  Andrew 
Peters  who  commissioned  a  study  committee  to  advise  him  on  the  most  appropriate  and 
best  use  of  the  Parkman  Fund  in  1921.  The  committee  was  comprised  of  twelve  people 
and  chaired  by  noted  landscape  architect,  Percival  Gallagher.  Among  its  members  were 
Frederick  Law  Olmstead  and  several  other  landscape  architects  and  horticulturists. 

The  Parkman  Fund  was  to  apply  only  to  parks  in  existence  as  of  1887.  They  in- 
clude: Boston  Common,  Back  Bay  Fens,  Franklin  Park,  Public  Garden,  The  Riverway, 
Wood  Island  Park,  Charlesbank,  Bussey  Park  and  Arnold  Arboretum,  Horatio  Harris  Park, 
Marine  Park  not  including  Castle  Island,  Orchard  Park,  Telegraph  Hill  and  Washington 
Park.  The  Committee  also  believed  that  Highland  Park  and  Chestnut  Hill  Park  should  be 
included  as  well  as  Jamaica  Pond. 


The  committee  recommended  that  a  plan  be  put  in  place  for  the  use  of  the  fund  and 
noted  that  the  Finance  Commission  should  serve  as  the  agency  to  watch  the  expenditure  of 
Parkman  Fund  income.   The  report  led  to  the  fund  being  used  for  the  next  twelve  years  for 
park  improvements.   The  report  also  addressed  the  issue  of  paying  for  the  salaries  of  Park 
Department  employee.  While  it  was  frowned  upon  by  that  group,  they  did  acknowledge 
that  with  adequate  documentation,  paying  salaries  of  Park  Department  employees  was 
within  the  purpose  of  the  bequest.  The  income  from  the  fund  has  been  used  often  to  offset 
the  salary  expense  of  Park  Department  employees.  It  was  used  almost  exclusively  for  that 
purpose  from  1932  to  1968.  Since  1990,  Parkman  Fund  income  has  been  used  as  follows: 


Fiscal  Year 

Total 

Park  Salaries 

Improvements 

1990 

$600,000 

200,000 

400,000 

1991 

$750,000 

300,000 

450,000 

1992 

$750,000 

376,775 

373,225 

1993 

$600,000 

600,000 

0 

1994 

$575,000 

575,000 

0 

1995 

$575,000 

575,000 

0 

1996 

$575,000 

575,000 

0 

1997 

(est.)     $550,000 

550.000 

0 

Period  Total 

$4,975,000 

$3,751,775 

$1,223,225 

The  city  defends  the  use  of  fund  income  to  offset  Park  Department  salaries  as  an 
appropriate  use  of  fund  income.  They  point  out  that  paying  the  salaries  of  maintenance 
employees  from  fund  income  is  within  the  terms  of  the  bequest.    Technically,  that  is  an 
allowable  expense  but  it  is  evident  that  Mr.  Parkman  intended  for  improvements  to  be 
made  from  his  gift  as  well.  The  Finance  Commission  suggests  that  had  a  plan  existed  that 
the  principal  amount  would  be  significantly  larger  than  it  is  today  and  that  annual  fund  in- 
come would  readily  support  major  improvements  to  the  parks  that  Mr.  Parkman  intended 
to  benefit  from  his  gift.  Currently  the  fund  income  is  used  to  reduce  the  budget  of  the 
Parks  Department. 

One  other  relevant  issue  concerning  the  Parkman  Fund  is  the  status  of  the  Parkman 
House,  the  only  remaining  real  estate  asset  of  the  Parkman  Trust.  The  house  has  been 
leased  by  the  Parkman  Fund  to  the  City  of  Boston  for  many  years.  The  house  was  ap- 
praised in  1980  at  $3  million.  As  an  asset  of  the  Parkman  Trust,  it  should  be  used  for  the 
benefit  the  Parkman  Fund,  not  the  City. 

The  most  recent  lease  of  the  Parkman  House  expired  June  30,  1993.  A  three  year 
lease  was  proposed  for  the  period  July  1,  1993  to  June  30,  1996  but  was  not  executed. 
The  proposed  payment  over  the  three  years  was  to  be  $148,000.  Rental  payments  for 
1994  and  1995  were  not  paid  until  September  1995  following  a  Finance  Commission  in- 


quiry  of  why  lease  payments  were  not  made.  There  has  still  been  no  payment  as  of  this 
date  for  the  FY  1996  lease  which  expired  on  June  30,  1996.   Due  to  inquiries  of  the  Fi- 
nance Commission,  a  proposed  three  year  lease  for  the  period  July,  1,  1996  to  June 
30, 1999  is  pending  approval.  The  Property  Management  Department  will  be  the  lessee  for 
the  period. 


The  trust  office  maintains  that  the  amount  of  the  lease  is  reasonable.  The  payment 
is  based  on  an  income  method  of  value  for  social  clubs,  subject  to  a  50%  discount  for 
public  use,  less  capital  expenditures  incurred  by  the  City  of  Boston  over  a  mutually 
agreed  upon  period  of  time.  The  fact  of  the  matter  is  that  this  method  was  developed  to 
justify  the  lease  payment  to  the  fund. 

The  income  from  the  lease  is  less  than  would  be  the  case  if  the  house  was  sold  with 
the  amount  of  the  sale  added  to  the  principal  of  the  fund  and  invested  accordingly.  The 
following  chart  identifies  what  the  additional  income  to  the  Parkman  Fund  would  have 
been  if  the  Parkman  House  was  sold  in  1986  for  its  appraised  value  of  $3  million.  The 
fund  appreciated  in  value  by  129%  during  that  period  and  averaged  a  5%  return  over  the 
ten  years. 


Principal 

Return  to 

Lost  Investment 

Value 

Value    % 

Income 

1986 

$3,000,000 

5.00% 

$131,384 

1987 

$3,510,000 

5.00% 

$154,557 

1988 

$3,990,000 

5.00% 

$176,463 

1989 

$3,990,000 

5.00% 

$176,463 

1990 

$4,470,000 

5.00% 

$200,463 

1991 

.     $4,950,000 

5.00% 

$224,463 

1992 

$5,430,000 

5.00% 

$222,000 

1993 

$5,910,000 

5.00% 

$246,000 

1994 

$6,390,000 

5.00% 

$237,407 

1995 

$6,870,000 

5.00% 

$259,082 

The  Parkman  Fund  income  would  have  increased  by  over  $2  million  in  the  past  ten 
years  had  the  house  been  sold.  It  has  been  the  opinion  of  the  Finance  Commission  for 
years  that  because  the  trustee  has  a  fiduciary  responsibility  to  manage  all  assets  of  the  trust 
to  benefit  the  trust,  that  the  Parkman  House  should  be  treated  solely  as  a  trust  asset. 
Clearly,  that  has  not  been  the  case.  There  was  no  lease  for  three  years,  no  lease  payments 
for  almost  two  years.  The  proposed  lease  doesn't  have  a  payment  schedule.  The  house 
should  be  sold,  preferably  to  the  City  of  Boston  to  be  used  as  it  has  been  in  recent  years. 


Edward  Ingersoll  Browne  Fund 

The  Brown  Fund  has  been  the  funding  source  for  some  excellent  projects.  Edward 
I.  Browne  was  a  Boston  attorney  specializing  in  trusts.  When  he  died  in  1901  his  estate 
was  divided  three  ways,  one-third  to  the  City  of  Boston,  one-third  to  the  Massachusetts 
Eye  and  Ear  Infirmary  and  one-third  to  Harvard  College.  The  bequest  was  to  be  invested 
for  75  years  before  it  became  available  to  the  City  of  Boston.  The  total  cash  and  securities 
amounted  to  $4,200,000  when  it  became  available  to  the  City  in  1975. 

Mr.  Browne's  will  reads  in  part: 

....To  my  native  City  of  Boston... to  be  by  it  forever  held,  managed,  in- 
vested and  reinvested  as  a  special  fund,  the  annual  income  whereof  shall  be  applied  to 
the  adornment  and  benefit  of  said  City  by  the  erection  of  statues,  monuments,  fountains 
for  men  and  beasts  and  for  the  ornament  of  its  streets,  ways,  squares  and  parks  in  such 
manner  as  it  will  promote  the  pleasure,  comfort,  education,  patriotism  and  good  taste  of 
its  citizens  and  likewise  for  the  maintenance  and  repair  of  any  statues  or  structures  as 
aforesaid  erected  by  money  supplied  from  this  bequest... I  furthermore  advise  that  five 
percent  of  the  annual  income  be  added  to  the  capital  in  every  year,  so  that  the  same  may 
gradually  be  increased,  and  to  meet  any  such  decrease  of  capital... 

The  City  established  the  E.I.  Browne  Commission  to  administer  the  affairs 
of  the  trust.  The  ordinance  reads,(in  part): 

...said  Commission  shall  prudently  manage,  invest,  and  reinvest  the 
funds  bequeathed  to  the  city  under  said  will,  ...no  funds  shall  be  expended 
except  upon  appropriation  lawfully  made... 

...said  Commission  shall  annually  elect  a  firm  or  individual  having 
not  less  than  twenty  years  experience  in  the  administration  and  investment  of  trust  funds  to 
serve  as  investment  counsel  or  fund  manager  for  such  compensation  as  the  commission 
shall  determine. 

said  Commission  shall,  annually  in  January,  submit  to  the  Mayor 
and  the  City  Council  a  report  of  its  doings  in  the  then  previous  year,  together  with  an 
audited  statement  of  the  funds  then  in  its  control  and  its  estimate  of  the  amount  of  money 
that  will  be  available  for  expenditure  in  the  then  current  year. 


The  following  chart  summarizes  the  Browne  Fund  appropriations  since 
1975  : 

Number  of  projects  Amount 

Funded Appropriated 

159  City  Council  Appropriations  $12,669,837 

Total  Expenditures  (including  6 1  completed)         9,927,789 
Unexpended  Balance  $2,888,199 

Of  the  Unexpended  Balance  Amount: 

19          Projects  never  begun  $853,800 

45         Closed  with  unexpended  balances  704,492 

34         Total  active  projects  1,329,907 

98  $2,888,199 


The  unexpended  balance  was  reauthorized  to  other  Browne  Fund  projects  when 
problems  arose.  The  trust  office  does  a  good  job  with  Browne  Fund  projects.  The  staff 
of  the  Finance  Commission  visited  every  completed  Browne  Fund  project  and  found  most 
of  them  to  be  in  good  to  excellent  condition.  It  was  the  trust  office  that  introduced  a  pol- 
icy of  setting  aside  $50,000  to  $75,000  annually  to  maintain  past  projects.  It  also  intro- 
duced, as  a  factor  in  funding  decisions  for  proposed  projects,  the  existence  of  a  mainte- 
nance agreement  for  the  continued  upkeep  of  the  project.  Over  the  past  few  years  that  has 
worked  well.  For  example,  the  Korean  Veteran's  Memorial  in  South  Boston  was  built 
five  years  ago,  funded  in  part  by  the  Browne  Fund.  It  is  maintained  by  a  South  Boston 
veteran's  group  which  does  an  outstanding  maintenance  job  thus  minimizing  added  costs 
to  the  fund.  Where  there  has  been  no  maintenance  agreement,  such  as  the  Clock  Tavern 
on  West  Broadway  in  South  Boston,  projects  deteriorate.  The  clock  is  no  longer  opera- 
tional. The  Trust  Office  has  plans  to  renovate  it  and  is  attempting  to  work  out  a  mainte- 
nance agreement  with  the  neighborhood  business  community. 

There  are  a  variety  of  groups  which  maintain  or  help  maintain  Browne  funded 
projects.  A  partial  analysis  finds  for  example,  that  the  Curley  statute  and  park  downtown 
is  in  excellent  condition  and  is  very  popular  with  the  public.  Whereas  the  Blackstone 
Block,  only  a  block  away,  is  poorly  maintained.  There  are  dumpsters  and  illegal  parking 
that  detract  from  the  project.  Polcari  Park  in  the  North  End  is  in  excellent  condition  with 
a  significant  maintenance  contribution  from  the  adjoining  community  center.  The  Jenney 
Building  Park  in  the  financial  district  is  well  used  and  well  maintained.  Several  blocks 
away  the  Liberty  Square  project  is  well  used  but  a  previous  maintenance  agreement  is  no 
longer  in  place  and  needed  repairs  to  a  wall  haven't  been  made  by  the  fund. 


A  major  shortcoming  of  the  Browne  Fund  is  the  lack  of  public  awareness  of  its 
projects.    Although  most  projects  credit  the  Browne  Fund,  the  credit  is  small  is  size  and  is 
shared  by  crediting  the  Trust  Office  and  naming  the  trustees,  largely  for  political  reasons 
The  Browne  Fund  plaque  was  designed  to  provide  a  consistent  credit  to  the  projects  but 
falls  short  of  adequately  identifying  Mr.  Browne  as  the  principle  reason  the  project  exists 

The  recently  proposed  firefighters'  memorial  for  the  nine  firefighters  killed  in  the 
line  of  duty  at  the  Vendome  twenty-five  years  ago  received  a  $1 50,000  grant  from  the 
Browne  Fund.  The  total  project  cost  is  $200,000,  and  the  fund  is  paying  a  higher  per- 
centage than  is  normally  the  case.  Despite  recent  publicity  on  the  project,  little  credit  was 
attributed  to  the  Browne  Fund,  without  which  the  project  would  not  go  forward. 


Georee  Robert  White  Fund 

The  White  Fund  has  been  the  most  beneficial  fund  to  the  City  of  Boston.  It  has 
been  responsible  for  the  following  projects,  many  of  which  are  integral  parts  of  the  neigh- 
borhoods of  the  City  of  Boston. 

Projects:  Year  Built        Cost 

Community  Health  Centers: 

***  North  End  Community  Health  Center 

North  End  Health  Center  Hanover  St. 

***  East  Boston  Health  Center 

***  South  Boston  Health  Center 

***  Savin  Street  Health  Center,  Roxbury 

***  Bunker  Hill  Health  Center,  Charlestown 

***  West  End  Health  Center,  Blossom  St. 

***  Whittier  Street  Health  Center,  Roxbury 

***  Hyde  Park  Health  Center 

***  Blue  Hill  Ave  Health  Center,  Dorchester 

***  Uphams  Corner  Health  Center,  Dorchester 

Youth  Centers: 

***  School  Boy's  Stadium,  Franklin  Park                  1949  $1,240,222 

***  Curley  House,  Youth  Leadership  Center  Jam.  PI.  1988  $1,500,000 

***  Youth  Development  Center,  Harambee  Park,  Dor.  1995  $4,500,000 

***  Roche  Family  Community  Center,  West  Roxbury  1995  $500,000 


1923 

$497,927 

sold  1964 

1975 

1925 

$343,336 

1926 

$383,303 

1929 

$324,022 

1929 

$383,604 

1929 

$571,851 

sold  1960 

1932 

$500,069 

1949 

$184,864 

1950 

$406,236 

1971 
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1949 

$485,922 

1952 

$446,589 

1936 

$41,695 

1933 

$469,273 

1979 

$888,333 

1991 

$1,800,000 

1981 

$627,000 

Recreation  Facilities: 

***  Paul  Cloughtery  Pool,  Charlestown 

***  Mary  Mirabella  Pool,  North  End 

***  Roxbury  wading  pool  and  locker  Room 

***  Paul  Revere  Mall  ("The  Prado"),  North  End 

***  Orient  Heights  Rec.  Center,  East  Boston 

***  South  Boston  Gymnasium  and  Teen  Center 

***  Children's  Zoo  and  Resource  Center,  Franklin  Pk.  198 1 

Memorials: 

***  War  Memorial  Site,  The  Fens  1952  $339,288 

***  War  Veterans  Memorial,  Mt  Hope  Cemetery  1954  $46,126 

Play  Areas: 

***  London  and  Decatur  Sts.,  East  Boston  1942  $17,890 

*  *  *  Pitts  and  Hale  Sts. ,  West  End  1 942  $  1 9,520 

***  Troy  and  Rochester  Sts.,  South  End  1942  $88,252 

***  King  and  Roxbury  Sts.  Roxbury  1943  $55,026 


Mr.  White's  generous  gift  was,  "Only  to  be  used  for  creating  works  of  public  util- 
ity and  beauty,  for  the  use  and  enjoyment  of  the  inhabitants  of  the  City  of  Boston.  ...  no 
part  of  the  income  of  the  fund  shall  be  used  for  a  religious,  political,  educational  or  any 
purpose  which  it  shall  be  the  duty  of  the  City  to  provide.  " 


Mr.  White  directed  that  all  books  and  records  of  every  nature  be  properly  indexed 
and  readily  available  during  business  hours.  He  sought  to  guarantee  and  safeguard  the 
fund  and  its  use. 

...Inasmuch  as  I  believe  an  enlightened  public  opinion  to  be  the  most  effective 
safeguard  for  the  preservation  and  maintenance  of  such  a  charitable  fund  and  the  best 
guide  to  its  effective  use,  I  direct  that  at  least  once  a  year  the  trustees  shall  cause  to  be 
published  in  most  if  not  all  of  the  daily  newspapers  of  general  circulation  in  Boston  a  full 
and  comprehensive  report,  duly  audited,  and  signed  and  sworn  to  be  at  least  three  of 
their  number,  setting  forth  the  receipts,  disbursements  and  investments  of  the  Fund  and  a 
copy  of  this  fourteenth  article  of  my  will  establishing  it. 

George  Robert  White  set  forth  the  following  requirements: 
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1 .  He  established  a  Board  of  Trustees  comprised  of  the  Mayor, 
President  of  the  City  Council,  President  of  the  Chamber  of  Commerce, 
President  of  the  Boston  Bar  association  and  the  City  Auditor. 

2.  All  records  are  to  be  kept  and  be  open  to  public  inspection; 

3.  There  is  to  be  no  co-mingling  of  funds  or  joint  undertakings; 

4.  Annual  publication  of  a  report  and  financial  accounting  of  the 
assets  of  the  fund; 

5.  A  90  day  consideration  period  to  avoid  hasty  or  unconsidered 
decisions 

6.  Respect  to  Mr.  White  by  identifying  him  as  the  funding  source 
of  projects  funded  through  his  generosity  and  even  visiting  his  gravesite  to 
insure  its  maintenance. 

What  makes  the  fund  work  is  its  sole  source  funding  and  make-up  of  the  White 
Fund  Trustees.  Although  the  Mayor  is  the  key  member  of  the  Trustees,  the  existence  of 
the  presidents  of  the  Bar  Association,  Chamber  of  Commerce  and  the  City  Council  pro- 
vide balance  to  the  decision  making  process. 

But  similar  to  the  other  funds,  there  a  lack  of  public  awareness  of  the  funds  and  a 
lack  of  oversight.  That  is  particularly  troubling  because  Mr.  White  had  the  foresight  to 
recognize  that  the  public  would  be  the  most  effective  steward  of  his  gift.  But  there  is  no 
annual  report  as  required  by  the  bequest  or  the  annual  publication  of  the  funds  usage.  In- 
stead the  trust  office  publishes  a  small  legal  notice  regarding  the  availability  of  these  rec- 
ords. That  notice  is  insufficient  and  it  defeats  the  clear  intent  of  having  an  informed  public 
help  safeguard  the  use  of  White  Fund  income. 

The  fund  completed  its  largest  project  ever,  the  Youth  Development  Center  at 
Franklin  Field.  It  also  funded  capital  improvements  to  past  projects  which  were  needed. 
But  the  lack  of  oversight  impairs  performance  and  has  allowed  some  poor  decisions  to  be 
made  outside  of  public  view. 

The  worst  decision  in  the  history  of  the  fund  was  the  purchase  of  the  National 
Theatre.  The  combined  loss  to  the  White  Fund  and  the  taxpayers  of  the  City  was  over 
$2.4  million.    E.M.  Loew's  Theaters,  Inc.  owned  the  National  Theater,  located  at  535 
Tremont  St.,  Boston.  In  June  1975  the  White  Fund  Trustees  decided  to  acquire  the  thea- 
ter, renovate  it  and  provide  a  community  performing  arts  facility.  The  George  Robert 
White  Fund  paid  $475,000  for  the  theater  on  August  5,  1975.  Subsequent  to  the  purchase 
the  fund  spent  another  $200,000  to  refurbish  it. 
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Efforts  to  create  a  public  theater  failed.  On  October  7,  1981,  the  White  Fund  sold 
the  National  Theater  to  the  Boston  Center  for  the  Arts,  Inc.  The  sale  price  was 
$175,000,  or  $300,000  less  than  the  Fund  paid  for  it.  The  White  Fund  took  a  mortgage 
for  the  full  price  of  the  sale.  Payments  on  the  mortgage  were  due  beginning  October  5, 
1986  and  were  to  be  made  annually  for  ten  years.  One  $27,500  payment  was  made. 

The  Boston  Center  for  the  Arts  also  failed  to  pay  the  real  estate  taxes  that  were 
due  on  the  property.  The  City  of  Boston's  Collector  Treasurer's  office  took  legal  action 
to  collect  the  back  taxes  which  led  to  tax  foreclosure.  At  the  March  29,  1994  meeting  of 
the  George  Robert  White  Trustees  the  board  was  informed  by  the  Trust  Office  Executive 
Secretary  of  the  City's  actions  pertaining  to  the  National  Theater.  It  was  recommended 
that  the  Trust  Fund  take  no  further  action  and  write  the  total  off  as  a  bad  debt.  The 
Trustees  approved  that  recommendation  thus  closing  the  issue. 

The  building  will  be  demolished.  Bids  for  the  demolition  were  opened  on 
September  11,  1996.  The  low  bid  was  $414,500 

National  Theater  Costs 

Monetary  Loss  to  the  George  Robert  White  Fund 

8/7/75  Purchase  ($475,000) 

Funded  capital  improvements  200,000 

Lost  Interest  Income  (74  months)  ($342,033) 

Sale  to  BCA  $475,000 

Mortgage  ($475,000) 

Mortgage  Interest  ($445,000) 

George  Robert  White  Fund  (Loss)  ($1,262,033) 

Monetary  Loss  to  the  City  of  Boston 

Unpaid  Real  Estate  Taxes  ($647,262.81) 

Not  including  legal  and  collection  expenses 

Cost  of  Building  demolition  414,500 

Total  Financial  Loss  to  the  Citizens  of  Boston  $2,423,796 

The  1988  purchase  of  the  James  Michael  Curley  House  was  another  questionable 
use  of  White  Fund  income.  One  requirement  of  the  fund  was  that  in  order  to  prevent  a 
hasty  decision  that  no  expenditure  be  made  until  it  was  under  consideration  for  at  least 
three  months.  That  did  not  occur.  The  Curley  House  was  about  to  be  auctioned  when  a 
then  Mayor  Flynn  intervened  and  the  White  Fund  Trustees  voted  to  purchase  the  house 
for  $1.5  million.  There  were  no  appraisals  done  and  it  appears  that  the  Trustees  paid  more 
for  the  house  than  it  was  worth.  The  property  is  currently  valued  at  $775,000.   Several 
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months  after  it  was  purchased  the  trust  office  began  to  consider  possible  uses  of  the  house. 
The  fund  spent  $150,000  to  upgrade  the  house  inside  and  out.  Recently  the  City  has  de- 
cided to  spend  in  excess  of  $500,000  in  capital  money  to  refurbish  the  house.  They  also 
plan  to  make  it  available  as  a  function  hall. 

The  White  Fund  also  owns  a  3,500  square  foot  vacant  lot  at  146  Boylston  St. 
Twenty  years  ago  there  was  a  building  on  the  property  leased  by  the  White  Fund.  There 
was  a  fire  that  damaged  the  building  to  such  an  extent  that  it  had  to  be  demolished.  The 
White  Fund  paid  $77,000  for  the  demolition.  Over  the  years  the  trustees  have  directed 
that  the  property  be  sold  and  have  received  offers  for  it.  They  have  spent  money  on  ap- 
praisals. Each  time  there  is  a  lack  of  follow  through  and  nothing  happens.    The  property 
remains  vacant.  Mayor  Menino  directed  it  to  be  sold  in  1994.  The  ongoing  study  of  trust 
funds  by  the  Finance  Commission  finally  prompted  action.  Less  than  a  month  ago  the 
Boston  Redevelopment  Authority  agreed  to  purchase  the  property  at  its  appraised  value. 
The  appraisal  is  presently  being  conducted. 

The  White  Fund  also  holds  the  ground  lease  for  180-182  Tremont  St.  The  build- 
ing is  presently  owned  by  Emerson  College.  The  property  was  an  original  asset  of  the 
trust.  It  was  leased  to  Boston  Edison  from  1929  until  the  lease  was  terminated  in  1977 
with  Boston  Edison  paying  the  Fund  $486,000  and  giving  the  fund  title  to  another  portion 
of  the  building.  The  White  Fund  then  sold  the  property  in  1983  for  $2.4  million.  It  re- 
ceived an  additional  $350,000  due  to  ah  excess  fund  agreement  in  1985.  The  Fund  en- 
tered into  a  65  year  ground  lease  with  the  owner  of  the  building.  The  terms  paid  the  fund 
$10,000  annually  for  the  first  ten  years,  $20,000  annually  for  the  next  ten,  $30,000  annu- 
ally in  years  twenty-one  to  thirty  and  the  last  thirty-five  years  are  to  be  negotiated.  The 
tenant  also  was  to  pay  all  real  estate  taxes.     The  most  recent  real  estate  taxes  paid  to  the 
city  were: 

1989 $257,723 

1990 274,479 

1991 263,159 

1 992 214,273 

1993 0    (132,992  abated) 

1994 0 

1995 0 

1996 0 


The  original  decision  to  sell  was  sound.  It  benefited  the  White  Fund  and  the  city  in 
terms  of  property  taxes.  Due  to  a  decline  in  the  real  estate  market  the  property  was  fore- 
closed upon  and  sold  to  Emerson  College  in  1994  for  $2.3  million.  The  White  Fund,  un- 
der its  ground  lease,  has  a  right  of  first  refusal.  According  to  the  fund  manager,  the  unen- 
cumbered income  balance  at  that  time  was  insufficient  to  purchase  the  property.  The  trust 
was  also  protected  through  the  terms  of  the  ground  lease. 
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But  although  the  White  Fund  was  protected  via  this  sale,  the  City  of  Boston  lost  a 
tax  paying  property  and  significant  revenue.  There  is  a  payment  in  lieu  of  tax  agreement 
with  Emerson  College  for  all  its  property  that  pays  the  city: 

Fiscal  year  1994 $  9,  132 

fiscal  year  1 995 1 8,759 

fiscal  year  1996  19,414 

fiscal  year  1997  19,704 

The  city  is  losing  over  $250.000  in  property  taxes  every  year. 


) 


) 
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INVESTMENT  PRACTICES 


The  financial  management  of  trust  funds  has  three  primary  goals:  to  preserve 
capital,  to  increase  the  value  of  the  fund  while  keeping  pace  with  or  beating  inflation  and 
to  maximize  income  in  order  to  fulfill  the  purpose  for  which  the  trust  fund  was  left  to  the 
City.  The  City's  Trust  Office  has  been  delegated  the  responsibility  to  oversee  the  invest- 
ment of  trust  funds.  Trust  fund  investment  policy  is  conservative.  The  trust  office  em- 
ploys a  financial  consultant  to  assist  with  overall  policy  and  each  major  fund  has  an  indi- 
vidual financial  advisor. 

Until  the  Trust  Office  designed  and  implemented  some  financial  planning  steps  in 
the  early  1980's,  the  financial  management  of  city  trust  funds  was  poor.  There  was  no 
financial  plan  and  the  city's  major  trust  funds  lost  considerable  value  as  a  result.  Consider 
that  the  market  value  of  the  Parkman  Fund  was  $5.2  million  in  1908  and  only  $8.3  million 
in  1986. 

The  Trust  Office  maintains  that  the  overall  financial  performance  of  city  trust  funds 
ranks  in  the  top  fifteen  percent  of  managed  public  funds  in  the  country.  Fund  performance 
is  evaluated  by  the  New  England  Pension  Consultants  (NEPC).  The  company  is  employed 
by  the  Trust  Office  and  paid  $35,000  annually.  Based  on  NEPC's  evaluation,   1995  per- 
formance was  in  the  top  fifteen  percent.  But  looking  back  over  the  past  two  years,  per- 
formance was  in  the  top  28%  and  over  a  three  year  period  it  has  been  in  the  bottom  third 
of  managed  public  funds.  Over  five  years  it  is  in  the  top  fifty  percent  of  all  funds.  There 
are  no  ten  year  figures  but  it  appears  that  over  ten  years  performance  would  be  in  the  top 
25%  of  managed  public  funds. 

It  is  important  to  note  that  comparisons  done  by  NEPC  are  with  managed  public 
funds  and  not  trust  funds.  According  to  NEPC  the  vast  majority  of  managed  public  funds 
are  public  pension  funds  and  those  funds  have  numerous  legislated  financial  requirements. 
All  pension  funds  also  have  to  account  for  a  future  liability  which  is  not  the  case  with  trust 
funds  and  trust  fund  management.  NEPC  also  set  standards  for  city  trust  funds,  referred 
to  as,  "investment  objectives  and  guidelines."  The  most  basic  element  is  that  funds  reach 
an  annual  nominal  rate  of  return  of  8%,  net  of  fees.  Return  is  measured  by  including  any 
and  all  dividends,  interest  and  increase  in  market  value.  Even  according  to  NEPC,  that 
goal  has  been  very  attainable  over  the  past  several  years. 

There  is  no  question  that  financial  management  improved  drastically  when  the 
Trust  Office  adopted  a  financial  management  plan  in  the  early  1980's.  It  is  also  true  that 
the  office  was  established  for  that  purpose.    At  this  point  it  is  important  to  evaluate  per- 
formance based  on  current  standards  of  comparison.  There  are  differences  in  the  perform- 
ance of  the  three  major  trust  funds.  Over  the  past  ten  years  the  balances  of  these  trusts 
have  changed  as  follows: 
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Fund 


Original  Bequest     value  6/86        value  6/95       increase Variance 


Browne  $4.4m(1974)  $7,759,976     $11,446,004  $3,686,028        47.50% 

Parkman  $5.2m(1909)  $8,312,998     $15,460,227  $8,646,274        85.98% 

White  $5.6m(1922)  $9,979,938      $15,554,546  $5,574,608        55.86% 

The  inflation  rate  for  the  period  6/30/86  to  6/30/95  was  39.26%.  The  asset  allo- 
cation of  the  three  funds  is  very  similar. 


Browne- 


Parkman- 


The  income  for  the  period  1992-1995  is  as  follows: 
1992  1993  1994 


1995 


Inv.  Balance 

$12.3m 

$12.4m 

$11. lm 

$12.3m 

Income 

$558,919 

$491,816 

$492,335 

$395,868 

Return  % 

4.56% 

3.96% 

4.43% 

3.22% 

:Inv.  Balance 

$13. 3m 

$14.4m 

$14.0m 

$15. 5m 

Income 

$701,552 

$708,539 

$690,428 

$750,000 

Return  % 

5.26% 

4.92% 

4.94% 

4.84% 

White-  :Inv.  Balance    $16.9m 

Income       $1,612,886 
Return  %        10.06% 


$18m  $15.7m  $15.6 

$2,034,710    $l,235,639(est)$l, 100,000 
12.02%  7.95%  7.05% 


The  above  amounts  indicate  overall  income  which  includes  income  on  both  the 
principal  and  income  accounts.  The  trust  office  prefers  to  report  income  earned  on  the 
principal  accounts  separately.  All  three  funds  have  preserved  capital.  The  Parkman  Fund 
increased  its  value  and  provided  a  steady  income  stream.  The  White  Fund  generated  the 
highest  rate  of  return,  in  part  because  at  times  it  has  large  amounts  of  encumbered  but 
unexpended  income  amounts.  The  Browne  Fund  has  not  performed  as  well  as  the  other 
two.  Its  performance  is  below  that  of  the  other  major  funds.  NEPC  rates  it  barely  in  the 
top  fifty  percent  of  managed  public  funds. 

The  White  Fund  has  performed  consistently  better  than  the  other  two  and  by  any 
standard  rates  high.  Conversely,  the  Browne  Fund  has  not  performed  well.  The  invest- 
ment advisor  for  the  Browne  fund  is  Scudder,  Stevens  and  Clark  (SS&C).  The  Parkman 
Fund  employs  Wellington  Management  Company  (WMC).  The  White  Fund  utilizes 
United  States  Trust  Company,  (UST)  and  Loomis,  Sayles  and  Co. 
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Until  the  past  month  the  contract  status  of  each  company  is  as  follows: 

SS&C WMC USI 

Fund  advisor  since:  1/1/83  7/1/78  8/29/86 

Contract  status:  Expired  Expired  Open  Ended 

Annual  Compensation: 


Paid 
Paid 
Paid 


'92  $45,693  $45,338  $84,244 

'93  $57,599  $48,238  $89,465 

'94  $56,702  $49,639  $91,420 


The  Finance  Commission  was  critical  of  the  fact  that  the  contracts  for  investment 
management  services  for  all  three  funds  had  expired  and  were  not  competitively  bid  in  the 
first  place.  Recently  all  contracts  were  brought  up  to  date  per  the  direction  of  the  city's 
Collector-Treasurer.  The  only  effort  to  seek  competition  was  when  Mayor  Thomas  Men- 
ino  took  office  and  assumed  the  chairmanship  of  the  White  Trustees.  He  directed  the 
Trust  Office  to  seek  competition  for  the  financial  services  and  rebid  the  contract  for  fi- 
nancial management  services  of  the  income  account.  An  RFQ  was  sent  to  thirty  firms  with 
nine  responding.    The  Trust  Office  recommended  that  the  incumbent,  Loomis,  Sayles  and 
Co.  be  retained.  The  Trustees  agreed. 

The  Commission  is  also  opposed  to  the  language  in  the  contract  with  NEPC  for 
investment  consulting  and  advisory  services.  In  its  compensation  section  the  vendor  is 
paid  $35,000  per  year  by  the  trust  office.  That  amount  is  supplemented  by  brokerage 
commissions  as  may  be  generated  by  the  investment  managers  in  the  course  of  managing 
trust  funds  on  behalf  of  the  City.  That  language  is  not  in  the  best  interest  of  the  city.  The 
only  compensation  should  be  directly  paid  for  services  rendered. 

While  it  is  true  that  financial  performance  has  improved  since  the  adoption  of  new 
polices  by  the  trust  office,  that  is  not  a  valid  standard  of  comparison.  Outdated  contracts, 
the  lack  of  competition  and  contract  terms  that  are  not  in  the  city's  interest  are  reason 
enough  to  cause  the  trustees  to  revisit  financial  management  plans.  The  City's  Chief  Fi- 
nancial Officer  who  is  also  the  collector-treasurer  and  trustee  of  trust  funds  has  assured 
the  Finance  Commission  that  financial  management  services  will  be  subject  to  competition 
in  the  near  future. 

During  the  process  of  issuing  this  report  the  Trust  Office  took  issue  with  some  of 
the  numbers  used  by  the  Finance  Commission.  This  report  used  fiscal  year  numbers  in 
places  where  the  trust  office  used  a  calendar  year.  There  were  discussions  over  how  to 
report  interest  on  income  accounts.  Mostly,  however,  the  Commission  found  that  the 
trust  office  uses  a  most  favored  financial  review  policy  when  indicating  performance.  It 
isn't  that  performance  is  poor  but  it  is  not  as  good  as  one  would  assume  from  reviewing 
material  published  from  the  trust  office.  The  Trust  Office,  in  a  report  to  the  White  Trus- 
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tees  this  past  March  that  over  a  ten  year  period  the  total  return  of  the  fund  was  almost 
300%."  Such  a  statement  is  misleading.  There  is  an  implication  that  the  comparison  is  of 
fund  performance  which  is  not  the  case. 

The  trust  office  suggested  to  the  Commission  that  the  only  effective  method  of 
evaluation  is  to  compare  performance  against  a  standard.  The  suggested  standard  is  man- 
aged public  funds.  While  the  Commission  does  not  disagree  that  standards  should  apply, 
managed  public  funds  are  not  trust  funds.  Moreover,  the  Commission  also  found  that  the 
trust  office  consistently  picks  out  the  most  favorable  period  to  report  on  its  performance 
against  managed  public  funds.  While  it  is  difficult  to  fault  the  trust  office  for  putting  its 
best  financial  foot  forward,  it  is  evident  to  the  Commission  that  more  financial  oversight  of 
the  office  is  in  order. 


OTHER  FUNDS 


Library  Funds:  The  trust  funds  for  the  benefit  of  the  Boston  Public  Library  are 
both  the  most  numerous  and  as  a  group  have  the  highest  market  value.  As  of  June  30, 
1995  the  value  was  $30,544,360.  The  Board  of  Trustees  of  the  BPL  also  serves  as  the 
trustees  of  the  trust  funds.  They  are  the  funds'  manager  and  make  all  decisions. 

The  Boston  Company  is  the  investment  advisor  of  the  funds  and  has  been  under 
contract  since  August  1,  1994.  Their  compensation  is  based  upon  the  fund  market  value. 
They  are  paid  0.70%  on  first  $10m;  0.50%  on  next  $40m  and  billings  are  reduced  by  a 
10.0%  discount.  Compensation  paid  to  the  Boston  Company  has  been:  $61,354  in  1992; 
$71,596  in  1993  and  $73,247  in  1994. 

The  City's  Collector/Treasurer  serves  as  the  custodian  for  the  Library  Trust  Funds. 
It  troubles  the  Finance  Commission  that  the  BPL  is  charged  for  indirect  expenses  which 
are  not  within  the  Library's  control.  The  library  has  been  charged  the  following  for  indi- 
rect expenses  in  recent  years: 

1992  1993  1994  1995 

Non-personnel 

Direct  Personnel 

Indirect  Personnel 

Bank  Charges 

Total  $34,138  $35,259  $38,890  $37,797 
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$879 

$741 

2,446 

n/a 

801 

664 

2,430 

n/a 

27,736 

28,576 

28,736 

$32,519 

4.722 

5.278 

5.278 

5.278 

The  issue  of  charging  the  library  for  indirect  personnel  expenses  should  be  revis- 
ited. The  Library  Trustees  do  a  good  job  with  their  trust  funds  and  because  they  receive 
no  benefit  for  the  indirect  personnel  expense,  the  Commission  is  of  the  opinion  that  they 
should  not  be  charged  that  amount. 


School  Funds:  The  Boston  Public  School  trust  funds  have  a  relatively  low  market 
value  compared  with  the  other  city  funds.  The  School  Committee  is  the  trustee  group  for 
the  school  funds.  However  the  committee  has  abdicated  their  trusteeship  to  the  City's 
Trust  Office.  School  funds  do  not  have  an  investment  advisor.  The  funds  do  not  benefit 
from  the  work  of  New  England  Pension  Consultants.  Yet,  the  school  funds  have  been 
charged  the  following  expenses  in  recent  years: 


1992 

$9,798 

1993 

$11,397 

1994 

$13,994 

1995 

$9,951 

The  School  Department  Office  of  External  Funds,  the  liaison  group  for  trust  funds, 
when  queried  by  the  Finance  Commission  was  not  aware  that  charges  were  made  to 
school  funds. 

Expenses  charged  versus  income  generated  shows  the  following  results: 

1992  1993  1994  1995 

Income  $44,680  $34,096  $31,072  $94,243 

Charges  9,798  11,398  13,994  9,951 

Net  for  School  Use  $34,882         $22,698  $17,078  $84,292 


Percentage  basis: 

Income 

100.00%          100.00% 

100.00% 

100.00% 

Charges 

21.93%           33.43% 

45.04% 

10.56% 

Net  for  School  Use 

78.07%          66.57% 
The  Cummings  Trust 

54.96% 

89.44% 

The  Cummings  Trust  is  one  of  the  most  interesting  and  least  known  City  Trust 
Fund.  Mrs.  Mary  Cummings  lived,  in  Woburn,  MA.  She  had  extensive  real  estate  hold- 
ings including  commercial  property  in  Boston.  Following  her  death,  in  1927,  the  City  of 
Boston  was  the  beneficiary  of  part  of  her  estate.  Her  bequest  read  in  part, 

To  the  City  of  Boston,  Massachusetts,  I  give  and  devise  all  the  land  together  with 
the  buildings  thereon  in  the  City  of  Woburn  and  in  the  Town  of  Burlington,  Massachu- 
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setts,  ...Jo  hold  and  keep  the  same  forever  open  as  a  public  pleasure  ground  and  care  for 
the  same  in  a  suitable  manner  in  accordance  with  that  purpose;... 

The  bequest  was  accepted  by  the  city  on  March  3 1 , 1 930.  Along  with  3 1 6  acres 
of  land  in  Woburn  and  Burlington,  the  bequest  included  some  unidentified  securities  and  a 
commercial  building  at  53  North  Market  Street  assessed  in  1930  for  $1 18,000.  The  City 
of  Boston  took  that  property  along  with  46  other  parcels,  through  eminent  domain,  for  the 
entrance  approach  to  the  first  harbor  tunnel. 

The  federal  government  took  94  acres  of  the  former  Cummings  Estate  for  the  war 
effort  in  the  1940's.  After  the  war  most  of  that  land  was  sold  to  Northeastern  University 
and  is  now  the  home  of  its  Burlington  campus.  The  remaining  5  acres  of  the  federal  parcel 
was  used  to  build  military  housing  which  still  stands. 

According  to  a  1934  Finance  Commission  report,  the  income  at  that  time  was  not 
sufficient  to  maintain  the  property.  The  mansion  house  located  on  the  estate  was  at  the 
time  uninhabitable.  It  no  longer  exists.  At  the  time,  then  Mayor,  James  Michael  Curley, 
wanted  to  create  a  summer  recreation  resort  for  the  children  of  the  City.  For  many  years 
a  portion  of  the  property  was  used  by  the  City.  The  Boston  Public  Schools,  in  coopera- 
tion with  the  Park  Department,  operated  a  farm  providing  City  children  with  an  agricul- 
tural learning  experience  and  some  recreation  in  the  country.  However,  the  recreation  re- 
sort envisioned  by  Curley  in  a  significant  portion  of  the  property  never  materialized. 

Allowing  this  trust  with  assets  of  almost  $20  million  to  sit  idle  for  such  a  long  pe- 
riod of  time  is  indefensible.    The  property  has  received  minimal  and  inconsequential  use  in 
the  past  sixty  years.  The  sole  remaining  building  on  the  estate  is  in  disrepair.  There  ave 
been  problems  with  illegal  dumping  and  the  fund  has  paid  for  its  removal  at  different 
times.  The  property  is  not  identified.  The  last  use  of  the  property  by  the  City  of  Boston 
was  in  the  summer  of  1994,  by  Community  Centers  for  a  program  called,  "Kids  Chal- 
lenge". The  long-standing  dilemma  for  the  Cummings  Trust  is  find  a  way  to  use  the  prop- 
erty to  fulfill  the  purpose  of  the  trust.  The  Trust  Office,  acting  in  behalf  of  the  Collector 
Treasurer,  has  done  little  to  find  a  solution.  As  of  June  30,  1994  the  Cummings  fund  mar- 
ket value  was: 

Cash  and  Securities  $      290,942 

Real  Estate  (218.36  acres)  19,544,900 

Total  Value  $19,835,842 
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GENERAL  FINDINGS 


1)  City  of  Boston  has  a  financial  resource  that  is  largely  hidden  from  public  view  and 

oversight.  The  use  of  fund  income  has  improved  the  quality  of  life  in  the 
city  over  the  years  but  not  all  decisions  have  been  positive  because  deci- 
sions are  made  out  of  public  view. 

2)  There  is  a  lack  of  credit  given  to  trust  funds  and  the  people  who  generously  left 

money  to  the  City  of  Boston. 

3)  Financial  management  of  the  Trust  Office  merits  review.  The  Trust  Office  tends  to 

overstate  financial  performance.  The  fact  that  financial  perform- 
ance varies,  that  contracts  were  not  up  to  date  and  that  there  has 
been  no  serious  competition  for  service  is  reason  enough  for  a  full 
and  complete  review. 

4)  The  Browne  Fund  has  been  well  managed  by  the  Trust  Office  in  terms  of  its  per- 

formance. 

5)  The  Parkman  Fund  has  been  used  to  supplement  the  budget  of  the  Park  Depart- 

ment by  paying  the  salaries  of  maintenance  employee.  There  is  no  plan  in 
place  for  the  use  of  Parkman  Fund  income. 

6)  While  the  Parkman  House  is  a  wonderful  asset  for  the  City  of  Boston,  the  fact  is 

that  it  is  an  underutilized  asset  of  the  trust.  The  return  on  investment  has 
been  significantly  less  than  the  balance  of  the  fund  has  returned. 

7)  As  beneficial  as  the  George  Robert  White  Fund  has  been  to  the  City,  the  failure  to 

fully  comply  with  the  terms  of  the  bequest,  particularly  with  respect 
to  oversight  by  an  enlightened  public  has  resulted  in  several  costly 
decisions. 

8)  The  overall  management  of  trust  fund  policy  needs  to  be  more  fully  integrated 

with  city  policy  objectives.  On  one  hand  the  city  uses  fund  income  to  off 
-set  salaries.  At  the  same  time  it  allows  tax-paying  property  to  become  tax 
exempt. 

9)...        The  Public  Library  trust  funds  have  been  charged  nearly  $30,000  per  year  by  the 
Trust  Office  for  services  which  are  essentially  duplicated  by  the  Library 
Trustees.  The  charges  reduce  the  funds  available  for  library  purposes. 
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10)  Management  of  School  Department  funds  has  been  handled  by  the  Trust  Office 

since  the  mid-1980's.  The  return  on  those  funds  is  the  lowest  in  the  city. 
School  Fund  income  has  built  up  due  to  lack  of  use  or  distribution  prob- 
lems. The  School  Committee  should  address  the  management  of  its  trust 
funds  in  order  that  they  benefit  the  students  in  the  Boston  Public  Schools. 

11)  The  former  Cummings  Estate  is  a  valuable  real  estate.  It  is  inexcusable  that  this 

property  has  sat  idle  for  over  sixty  years.  The  fact  that  there  are  no 
plans  for  the  property  is  unacceptable. 


) 


) 


RECOMMENDATIONS 


1)  The  people  of  Boston  are  the  beneficiaries  of  the  majority  of  the  City's  trust  funds. 
Trust  funds  should  be  promoted  and  the  trust  office  must  fully  comply 
with  the  wishes  of  those  people  who  have  left  money  to  the  City.  The  fact 
that  there  have  been  no  major  gifts  to  the  City  of  Boston  in  years  is  due  in 
part,  we  believe,  to  a  lack  of  respect  for  past  gifts  to  the  City,  poor  finan 
cial  management  and  the  failure  to  promote  the  significant  benefit  of  those 
gifts. 

2).  The  Collector-Treasurer  was  receptive  to  the  suggestions  of  the  Commission  that 
financial  management  of  trust  funds  was  in  need  of  review.  Prior  to  the 
issuance  of  the  report  he  directed  that  contracts  with  financial  advisors  be 
rewritten..  He  intends  to  review  performance  and  seek  public 
petition  for  all  financial  services.  He  must  become  more  involved  in  the 
operations  of  the  trust  office  and  resolve  the  issues  raised  in  this  report. 

3)  Regarding  the  Parkman  Fund: 

A)  The  Parkman  House  should  be  sold,  preferably  to  the  City  of 
Boston  and  its  present  use  should  be  continued. 

B)  The  use  of  the  Parkman  Fund  income  should  be  revisited.  A 
plan  should  be  developed  for  the  future  use  of  Parkman  Fund  in- 
come that  would  include  improvements  to  the  parks  that  were  to 
benefit  from  this  bequest. 
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5)  Regarding  the  White  Fund: 

A)  The  White  Fund  Trustees  should  immediately  direct  the  Trust 
Office  to  fully  comply  with  the  wishes  of  Mr.  White  regarding  an  informed 
public.   Annual  reports  should  be  written  and  publicly  issued.   All  records 
of  the  fund  should  be  readily  available  for  public  inspection. 

B)  The  fund  should  sell  the  property  at  146  Boylston  St.. 

C)  The  White  Fund  Trustees  should  meet  with  some  regularity  to 
conduct  the  funds  business  and  to  make  sure  that  the  Trust  Office  does  not 
become  complacent. 

6)  Regarding  the  Browne  Fund: 

The  few  projects  that  are  not  in  acceptable  condition  and/or  use  like  the 
Blackstone  Sq.  project,  should  be  addressed  forthwith. 

8)  The  Boston  Public  Library  Funds  should  be  charged  only  for  expenses  related  to 

management  of  those  funds. 

9)  Other  than  investment  decisions,  the  School  Department  should  control  school 

department  trust  funds. 

10)  The  Cummings  Trust  should  be  examined  in  a  creative  manner.  Perhaps 

Northeastern  University,  whose  Burlington  Campus  is  on  the  original 
estate  may  be  a  willing  partner.  The  towns  of  Burlington  and  Woburn  may 
be  willing  to  work  with  the  City.  Selling  a  portion  of  the  land  would 
generate  the  income  needed  to  use  the  property  in  the  manner  in  which  the 
gift  was  intended.  There  are  four  separate  parcels.  Selling  six  acres 
in  Woburn  seems  to  be  one  way  to  generate  income.  Clearly,  doing 
nothing  is  not  a  responsible  way  to  administer  such  a  valuable  trust. 
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